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InMemoriam 



Edward F. Gibbons 


1919-1982 

Chairman of the Board and 
Chief Executive Officer of 
F.W. WoolworthCo. 1978-82 


“Straightshooter. That’s the way I always 
will remember Ed Gibbons. The affable, 
personable chairman/ceo of the E W. 

Woolworth Co_He was a man of action. 

Of courage. He will be missed.” 

Murray Forseter, Editor 
Cham Store Age 
December, 1982 
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Consolidated Statistics in Brief 


Prior years’ information has been 

For the fiscal years ended January 31, 1983,1982, and 1981 

restated to reflect the discontinuance of 
the Company’s U.S. Woolco operations 

(in millions except per share amounts) 

1982 

1981 

1980 

Sales 

$5,124 

$5,075 

$5,102 

and the sale of its 52.6% interest in its 

British subsidiary, F.W. Woolworth pic. 

Income from continuing operations 





before income taxes 

135 

184 

212 


Income taxes 

53 

87 

72 


Net income from continuing operations 

82 

97 

140 


Capital expenditures 

116 

147 

169 


Advertising costs 

104 

96 

92 


Short-term debt 

_ 

87 

192 


Long-term debt 

364 

407 

366 


Shareholders’ equity 

Common shares outstanding at end * . 

999 

1,372 

1,443 


of year 

31 

30 

30 


j Per Common Share 


Net income from continuing operations 





Primary 

$ 2.63 

$ 3.14 

$ 4.60 


Fully diluted 

2.60 

3.08 

4.46 


Cash dividends declared 

1.80 

1.80 

1.80 


Common shareholders’ equity 

31.55 

43.84 

46.49 
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To Our Shareholders 


T he year which just ended will 
probably prove to be the 
final year of the worst reces¬ 
sion since the 1930’s. Never¬ 
theless, we were able to 
maintain profits from continuing opera¬ 
tions at the 1981 level, excluding non¬ 
recurring profits generated in that year. 
More importantly, we undertook and 
completed a major asset redeployment 
project and achieved solid gains in 
operating results in the final quarter of 
the year. 



Recent Results 

Net income from continu¬ 
ing operations was $82 
million in 1982, or $2.63 
per share, compared with 
$97 million, or $3.14 per 
share, in 1981. Income in 
1981 included $15 million, 
or $.50 per share, of 
after-tax gains on the sale 
of 51% of the equity in our 
Mexican subsidiary. 

Income from continuing 
operations rose 30%, to 
$70 million, or $2.27 per 
share, in the final quarter of 
1982, from $54 million, or $1.77 per 
share, in the final quarter of 1981. 

Operating income (income before 
unallocated items) of continuing opera¬ 
tions declined 6% in 1982, but rose 
15% in the final quarter, as a result of 
increases in both domestic and foreign 
income. 

Continuing operations exclude all 
revenues, costs and expenses of U.S. 
Woolco operations, as well as equity 
income from the Company’s former Brit¬ 
ish subsidiary, all of which have been 
reflected in discontinued operations. 


Commitment to Shareholders 

One of our primary goals is to enhance 
the value of the shareholders’ invest¬ 
ment. Ordinarily this means there 
must be: 

• Payment of cash dividends—the most 
immediate reward for use of share¬ 
holders’ capital. 

• Generation of a level of profit and cash 
flow which will permit sufficient rein¬ 
vestment of profits and provide for a 
dividend level which, over time, will 
result in appreciation in the market 
value of shares. 

• Maintenance of sufficient financial 
strength to ensure ample availability of 
low cost credit even during periods of 
economic adversity. 

Redeployment of Assets 

Consistent with these goals, in late 
1982 Woolworth took major strides 
forward in a continuing program of 
asset redeployment. 

« We received $277 million in cash from 
sale of our 52.6% equity in our British 
subsidiary. 

• We discontinued highly unprofitable 
U.S. Woolco operations. 

These moves improved the Compa¬ 
ny’s financial condition and permitted 
greater concentration of financial and 
managerial resources, at both the corpo¬ 
rate and divisional level, on more profit¬ 
able and promising operations. 

Financial Objectives 

High priority has been assigned to 
ensuring that capital and management 
resources reclaimed as a result of bene¬ 
ficial, but painful, decisions made in Sep¬ 
tember 1982 are reallocated into opera¬ 
tions which will make a maximum posi¬ 
tive impact on the future value of the 
shareholders’ investment. To that end, 
long-range corporate financial objectives 
have been adopted and made an integral 
part of the formal strategic planning 
process. These objectives, designed to 
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represent averages measured over the 
course of time, include: 

• An after-tax return on equity of 16%. 

• An after-tax return on investment 
of 11%. 

• Inflation-adjusted annual sales growth 
of 5%. 

• Annual profit growth of 10%, after 
achievement of return on equity and 
investment objectives. 

In addition, a capital appropriation 
review process has been established to 
ensure that projects consistent with cor¬ 
porate financial objectives are approved. 

We would prefer to reach return on 
equity and investment objectives by 
improving profits at a faster rate than 
the growth in investment. However, we 
must also be prepared to take advantage 
of opportunities for eliminating, or 
shrinking, investments whose profit 
growth rates are limited. Reclaimed 
investments will be recycled to areas 
producing greater returns. 

In 1982 none of the operating units 
achieved recently developed objectives. 
Last September’s decisions, involving 
redeployment of assets away from oper¬ 
ations which were deficient in 1981-82 
and unlikely to produce improvements, 
are part of an ongoing program. 

Corporate Growth Strategy 

It is our present belief that existing 
businesses will produce most of our 
profit growth over the nearer term. 
Accordingly, our strategy for existing 
businesses is to: 

• Continue supporting strong, solid, 
high return operations, with invest¬ 
ment in new stores confined primarily 
to specialty stores in the U.S. 


• Restructure, reformat and revitalize 
operations which can meet our finan¬ 
cial objectives within a reasonable 
time span. 

• Continue redeploying assets away 
from operations unable to achieve 
targeted financial objectives and 
toward higher return operations. 

It is likely that a significant portion 

of future profit growth will come from 
expansion into newer specialty retailing 
formats, including accelerated physical 
expansion of successful new formats. A 
notable success is our Foot Locker oper¬ 
ation, now in a highly profitable growth 
stage. Other new formats are *J. Bran- 
nam, still in the developmental stage; 
and Frugal Frank’s, Fredelle, Lady Foot 
Locker, and Final Cut, all in the introduc¬ 
tory or early-developmental stage in 
the U.S. 

Management Changes 

The Board of Directors elected John W. 
Lynn as Chairman and Chief Executive 
Officer on November 2nd, succeeding 
the late Edward F. Gibbons. Mr. Lynn, 
who has held various positions in the 
Company, most recently Vice Chairman, 
has spent his entire career with the 
Woolworth organization. 

Harold E. Sells was elected President 
and Chief Operating Officer and a Direc¬ 
tor, on January 12th. Mr. Sells spent 29 
years with Kinney Shoe Corporation, 
holding senior sales, merchandising, and 
real estate positions, after which he was 
promoted to the parent company. 

Three years ago he was elected Senior 
Vice President for Corporate Develop¬ 
ment and in 1981 was named Senior Vice 
President, International and Property 
Development. 

Arnold S. Anderson was elected an 
Executive Vice President—Administra¬ 
tion, a new position, on November 10th. 

William K. Lavin was elected a Senior 
Vice President—Finance on March 30, 
1983. 


Eugene J. Sullivan, Chairman and Chief 
Executive Officer of Borden, Inc., was 
elected a director on March 15,1983, 
and James E. Preston, Executive Vice 
President of Avon Products, Inc. was 
elected a director on April 13,1983. We 
are happy to have the benefit of their 
extensive business experience. 

Conclusion and Acknowledgements 

The year just ended was indeed an 
extraordinary one. Radical changes in 
the structure and character of the Com¬ 
pany could not have been achieved with¬ 
out the cooperation and support of 
customers, employees, shareholders, 
suppliers, lenders, and landlords. Spe¬ 
cial thanks are extended to thousands of 
U.S. Woolworth and Woolco, and Kin¬ 
ney’s Stylco Division employees, whose 
talents and hard work resulted in the 
largest, and we believe the most produc¬ 
tive, store closing program-In history. 

We at Woolworth will sorely miss Ed 
Gibbons. We deeply regret that Ed did 
not live to see the results of the major 
changes he set in motion. 



John W. Lynn 

Chairman of the Board and 
Chief Executive Officer 



Harold E. Sells 
President and Chief 
Operating Officer 


April 13,1983 


| 3 | i 

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



FW WoolwortkCo. 


Profile of the Company 




At 



At 

Planned 



Jan. 31, 

Opened 

Closed 

Jan. 31, Openings 


Retail Units 

1982 

1982 

1982 

1983 

1983 

j U.S. WoolWOlth stores sell general merchandise and apparel. 

I Merchandise selections vary by location and by store size, which 

1 ranges from 20,000 to 50,000 gross square feet. 

U.S. Woolworth 

1,306 

7 

50 

1,263 


| Woolwcrth Canada stores sell general merchandise and apparel and 

Woolworth Canada 

191 

_ 

3 

188 

7 

1 generally range in size from 20,000 to 50,000 gross square feet. 

Woolco Canada 

119 

2 

1 

120 

1 

1 Woolco Canada stores are full-line discount stores which generally 

1 range in size from 55,000 to 120,000 gross square feet. 

Total 

310 

2 

4 

308 

8 

| Woolworth Germany stores sell general merchandise and apparel. 

1 Merchandise selections include better grades of apparel, home 

1 furnishings, jewelry and leather goods. Average store size is 20,000 gross 

1 square feet. 

Woolworth Germany 

210 



214 

4 

Kinney Shoe Corporation operates family shoe stores. It also 

Kinney U.S. 






operates other specialty stores—misses’ sportswear (Susie’s Casuals); 

Kinney stores 

1,564 

84 

65 

1,583 

60 

athletic footwear (Foot Locker); and factory outlets (Frugal Frank’s). 

Susie’s Casuals stores 

298 

4 

6 

296 

2 

Canadian stores use the names Kinney, Foot Locker, Lewis, and 

Foot Locker stores 

275 

99 

- 

374 

95 

Fredelle, and Australian stores Williams and others. Stores generally range 

Fredelle 

- 

11 

- 

11 

8 

from 1,200 to 6,000 gross square feet. Manufacturing is done in 11 

Frugal Frank’s 

4 

10 

- 

14 

8 

factories. 

Leased departments 
Kinney Canada 

89 

14 

20 

83 

5 


Stores 

343 

40 

8 

375 

36 


Leased departments 

118 

2 

1 

119 

1 


Kinney Australia 

122 

6 

4 

124 

12 


Total 

2,813 

270 

104 

2,979 

227 

1 Richman Brothers sells men’s and boys’ clothing and furnishings 

Richman 

227 

4 

9 

222 

1 

| (Richman stores) and family apparel (Anderson-Little stores). Stores 

Anderson-Little 

109 

6 

7 

108 

3 

1 generally range in size from 2,500 to 11,500 gross square feet. Three 

H plants manufacture men’s suits and sports coats. 

Total 

336 

10 

16 

330 

4 

I*J. Brannam stores, which are approximately 25,000 gross square feet, 

*J. Brannam 

39 

12 

21 

30 

15 

B sell brand-name clothing and household linens. 








Grand Total 







Stores 

4,807 

289 

174 

4,922 

252 


Leased departments 

207 

16 

21 

202 

6 


Total 

5,014 

305 

195 

5,124 

258 
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Statistical Data by Operation 


U.S. Woolworth 


1982 

1981 

1980 

1979 

1978 

Sales (millions) 

$1,707 

1,686 

1,699 

1,645 

1,540 

Selling area in square feet 






(millions) 

21.6 

22.2 

23.2 

23.9 

24.3 

Sales per square foot 

$ 79 

76 

73 

69 

63 

Income before unallocated 






items (millions) 

$ 66 

73 

80 

83 

73 


Woolworth and Woolco Canada 


(m Canadian dollars) 


1982 

1981 

1980 

1979 

1978 

Sales'' (millions) 

Can $1,670 

1.669 

1,617 

1,507 

1,319 

Income bejore unallocated 
items (millions) 

Can$ 

64 

60 

76 

83 

65 

WOOLWORTH 

Sales (millions) 

CanS 

330 

320 

316 

310 

281 

Selling area in square feet 
(millions) 


3.4 

3.4 

3.4 

3.5 

3.5 

Sales per square foot 

Can$ 

97 

94 

93 

89 

80 

WOOLCO 







Sales (millions) 

Can $1,320 

1,329 

1,286 

1,185 

1,031 

Selling area in square feet 
(millions) 


11.3 

11.2 

10.7 

10.1 

9.6 

Sales per square foot 

Can$ 

117 

119 

120 

117 

107 

^Includes sales of catalogue stores which wei 

:e closed in 1982. 



Woolworth Germany 

(in German marks) 


1982 

1981 

1980 

1979 

1978 

Sales (millions) 

Selling area in square feet 

DM 

1,741 

1,718 

1,686 

1,572 

1,477 

(millions) 


3.4 

3.3 

3.2 

3.1 

3.0 

Sales per square foot 

DM 

512 

521 

527 

507 

492 

Income before unallocated 
, items (millions) 

DM 

98 

128 

149 

150 

146 


Kinney Shoe Corporation 


1982 

1981 

1980 

1979 

1978 

Sales (millions) 

$1,132 

1,060 

952 

880 

767 

Income before unallocated 
items (millions) 

$ 100 

101 

93 

96 

100 

UNITED STATES 

Sales (millions) 

$ 910 

838 

754 

709 

631 

Selling area in square feet 
(millions) 

5.0 

4.9 

4.6 

4.2 

3.9 

, Sales per square foot 

$ 182 

171 

164 

169 

162 

CANADA (in local currency) 






Sales (millions) Can$ 229 

222 

194 

167 

127 

Selling area in square feet 
(thousands) 

1,110 

947 

880 

779 

713 

Sales per square foot CanS 206 

234 

220 

214 

178 

AUSTRALIA (in local currency) 
Sales (millions) 

A$ 37 

32 

29 

25 

22 

Selling area in square feet 
(thousands) 

174 

171 

165 

164 

147 

Sales per square foot 

A$ 213 

187 

176 

152 

150 

Richman Brothers 


1982 

1981 

1980 

1979 

1978 

Sales (millions) 

Selling area in square feet 

$ 198 

186 

179 

184 

177 

(millions) 

1.6 

1.6 

1.6 

1.5 

1.5 

Sales per square foot 

Income (loss) before unallocated 

$ 124 

116 

112 

123 

118 

items (millions) 

$ 4 

(5) 

(4) 

4 

11 
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1982In Retrospect 



The merchandise photos in this report 
were taken at Woolworth’s new major- 
mall prototype store In Cherry Hill, New 
Jersey. 


T he countries in which the 
Company operates—prin¬ 
cipally the United States, 
Canada and Germany— 
entered 1982 in recession 
and, despite several short-lived upturns 
in their economies during the year, few 
signs of a sustainable recovery had 
appeared as the year drew to a close. 

Key industrial countries throughout 
the world were plagued by spiraling 
unemployment, ballooning national defi¬ 
cits, and high and volatile real interest 
rates. Unemployment and national defi¬ 
cits in the Company’s principal markets 
were higher than at any time since World 
War II. And while headway was made 
on the inflation front, interest rates re¬ 
mained unacceptably high, albeit lower 
than in 1981. The austerity programs of 
the free world’s monetary authorities 
and increasing federal deficits restrained 
recovery and created a very difficult 
economic setting. 

In Germany, the economy in general 
and retail trade in particular sagged in 
the second half of the year under the 
burden of shrinking disposable incomes, 
high real interest rates and rising unem¬ 
ployment. Consumer buying attitudes 
worsened and spending slackened. 

Some of the major general merchandise 
retailers experienced significant year-to- 
year sales declines. 

The industrial world’s recession of 
1982 hit Canada especially hard. In the 
12-month period ended in October, the 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 


job loss in Canada was worse on a per¬ 
centage basis than in any other major 
Western industrial country. Real labor 
income declined by over 5.5%, the 
sharpest decline registered since World 
War II. The drop in employment and 
income resulted in an unwillingness, and 
to some extent an inability, on the part of 
consumers, to increase their spending. 

U.S. consumers generally refrained 
from significantly increasing their spend¬ 
ing during 1982 despite the well-publi¬ 
cized mid-year federal income tax cut. 
They remained cautious largely because 
of high unemployment and fears of fur¬ 
ther layoffs. Those fears proved well- 
founded as many corporations cut back 
on capital expenditures and inventory 
investment. This lowering of business 
investment reduced both employment 
and consumer income. In that setting 
consumers were not disposed to borrow 
or dip into their savings to increase dis¬ 
cretionary spending. 

Mid-year results reflected the dev¬ 
astating effect of the recession on U.S. 
Woolco operations. Operating losses for 
the first she months of the fiscal year 
had reached $21 million, a figure much 
higher than anticipated. A critical 
assessment of the situation in light of 
negative economic forecasts indicated 
that continued pursuit of U. S. Woolco 
profitability goals would be a long-term, 
high-risk, asset-draining undertaking. 
Accordingly, in September 1982, the 
Company decided to discontinue its U.S. 
Woolco operations and concentrate on 
more profitable businesses. Almost 
simultaneously, the Company announced 
it would sell its entire 52.6% equity 
in its unconsolidated British subsidiary, 

F. W. Woolworth pic. These two major 
restructuring moves—completed 
before year end—underscored the 


7 


Company’s commitment to its strategic 
program which calls for: 

• Redeployment of assets 

• Continued support of strong, solid and 
profitable divisions 

• Restructuring and revitalizing of those 
divisions providing inadequate returns 

• Accelerated expansion of specialty 
retailing 

U.S. Woolworth 

f.' - iscontinuance of U.S. Woolco oper- 
ations had an immediate impact on 
U.S. Woolworth. For the first time in 
many years, its management found itself 
free to concentrate totally on its variety 
store business. Recognizing that contin¬ 
ued success and future growth 
depended in great measure on a strong, 
loyal and competent organization, U.S. 
Woolworth initiated a complete reap¬ 
praisal of its operating structure and 
personnel requirements. By year end 
the entire organization was restructured 
utilizing the best executives from both 
Woolworth and Woolco. 

Realizing that the identity and image 
of Woolworth stores had become blurred 
in the minds of consumers as a result of 
U.S. Woolco operations, Woolworth 
management moved swiftly to correct 
the situation. Each store operated by 
the Woolworth division was analyzed and 
placed in one of several categories, the 
principal ones being: major-mall shop¬ 
ping centers; small-mall locations; strip 
shopping centers; downtown stores and 


neighborhood city stores. A prototype is 
currently being developed in each store 
category for adjusting the merchandise 
mix and displays to the traffic and com¬ 
petitive requirements of each type unit. 
The underlying merchandising strategy 
is directed towards ensuring that each 
store is complete in each and every line, 
with particular emphasis on the 34 basic 
departments which produce approxi¬ 
mately two-thirds of Woolworth’s total 
volume. Implementation of that strategy 
involves substantial use of the plan-o- 
gram—a schematic and pictorial mer¬ 
chandise display directive to store 
personnel designed to achieve a clear 
and consistent presentation to the con¬ 
sumer. Woolworth’s major-mall store 
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prototype became operational in Cherry 
Hill, N.J. during November 1982. 

Results have exceeded expectations and 
the program will be extended to 25 addi¬ 
tional stores during 1983. It is anticipa¬ 
ted that over the next several years, all 
of the 170 stores in this category, which 
represents approximately 25% of 
Woolworth’s total retail sales space, will 
conform to the prototype format. 

*J. Brannam 

F ifteen *J. Brannam stores, which had 
been sublet from Woolco, were 
closed in January 1983 as a result of the 
discontinuance of U.S. Woolco opera¬ 
tions. On the basis of present plans, 
however, new store openings will offset 
those closings by year end. 

Since its introduction in 1979, *J. 
Brannam, the off-price branded apparel 
operation, has been gaining favor with 
the middle-to-upper household income 
group earning $25,000 and above. 
Despite recessionary pressures, many 
in this bracket have refused to compro¬ 
mise their standards of style and quality 
and have responded favorably to *J. 
Brannam’s lower prices for brand name 
quality and value. So long as local demo¬ 
graphics reflect this customer profile, 

*J. Brannam can operate successfully in 
well-located conventional strip shopping 
centers, outlet centers, off-price cen¬ 
ters, outlet malls and regional malls. It is 
anticipated that *J. Brannam will open 15 
new units in 1983 and remodel 12 others 
as a result of last fall’s successful interior 
redesign program involving 10 stores. 

If current plans materialize, the 
*J. Brannam specialty store operation is 
expected to grow by approximately 20 
new stores per year. 
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Kinney Shoe Corporation 

I n 1982 Kinney withstood the recession 
I better than most of its competitors in 
the footwear industry. It repeated its 
1981 performance of increasing market 
share in all the countries in which it 
operated. Although fewer Kinney stores 
were opened in 1982 than in 1981, in 
both of those years Kinney grew faster 
than any major shoe company in North 
America. 

Kinney’s major growth vehicle, Foot 
Locker, expanded its leadership position 
in the athletic footwear industry last 
year as 99 new units were opened in the 
United States and 14 in Canada. Foot 
Locker’s sales and profit performance in 
both countries showed strength in spite 
of the recession. Over the next four 
years Kinney expects to double the 
number of its Foot Locker units to 
approximately 800 stores. In order to 
keep pace with its plans for the future, 
Kinney last May opened a 292,000 
square foot Foot Locker Distribution 
Center in Phoenix, Arizona. 

Kinney in 1982 continued its major 
research and development program to 
create new and profitable shoe retailing 
formats in the United States and Can¬ 
ada. In both of those countries Kinney is 
experimenting with Foot Locker stores 


for women, and initial results have been 
encouraging. These recently developed 
Lady Foot Locker stores should give 
Kinney a major advantage over its com¬ 
petitors in marketing athletic shoes and 
accessories for women. 

In the U.S., testing continued in the 
field of off-price shoe retailing as 10 addi¬ 
tional Frugal Frank’s shoe outlets were 
opened in 1982. The results of this 14- 
store operation, specializing in brand 
name shoes at outlet prices, suggest 
that it may well be a growth vehicle for 
Kinney in the years ahead. 

Final Cut, inaugurated in the Spring of 
1982, is another of Kinney’s experimen¬ 
tal units. A factory outlet store for 
branded athletic footwear and clothing, 
Final Cut carries production overruns, 
discontinued styles, factory closeouts 
and some irregulars from Foot Locker 
name brands. Initial reports on the pilot 
program indicate good customer accep¬ 
tance of the merchandise and the concept. 


Based upon its solid record of 
achievement in Canada, Fredelle, Kin¬ 
ney’s newest division, last year opened 
11 retail units in the Los Angeles and 
Minneapolis areas. Carrying the most 
popular international brand name shoes 
in the latest styles, Fredelle is fast 
becoming the place to go for high quality 
women’s shoe fashions. Eight new 
stores are scheduled to open in 1983 as 
Fredelle moves to position itself as a 
major contributor to Kinney’s growth in 
the 1980’s. 

Even as Kinney continues to develop 
new and innovative footwear formats, it 
will further strengthen its family shoe 
business by opening approximately 60 
new units this year. 


• Index of 

Kinney’s U.S. Retail Sales 
of Footwear 
Vs 

• Index of Total U.S. 
Consumer Spending 
on Footwear 
1978 = 100 




Index 1978 1979 1980 1981 : 1982 : 
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The Richman Brothers Company 

T his subsidiary continued its efforts to 
position its Richman division as a 
major nationwide specialty menswear 
chain. Its stores, advertising and mer¬ 
chandise offerings reflect many new 
looks and directions supporting that 
position. Richman’s own Adams Row 
collection of traditional menswear cloth¬ 
ing and furnishings typifies the quality 
and value that is capturing consumer 
interest and acceptance. Despite a year 
in which the industry experienced 
declining sales of men’s suits, Richman 
posted a unit increase over 1981 due in 
large measure to the success of the 
Adams Row line which is matching the 
moods of the fashion and value-con¬ 
scious man of the 1980’s. 

Much of the credit for Richman’s 
improved performance in 1982 is attri¬ 
butable to its Anderson-Little division. 
Operating 108 stores, principally along 
the east coast of the United States, 
Anderson-Little did better than its Rich¬ 
man counterpart in improving sales and 
operating profit. Contributing to those 
results were the New England-based 
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chain’s successful store-remodeling pro¬ 
gram and the relative strength of its 
markets compared with those of the 
Richman division. 

Manufacturing, for the first time, 
became a separate division of the Rich- 
man Brothers Company last year and 
showed an operating profit by contract¬ 
ing laser beam cutting services to manu¬ 
facturers of upholstery, acoustical 
paneling and office-design equipment. 

Woolworth and Woolco Canada 

F or the second consecutive year 
economic adversity beset the Cana¬ 
dian consumer. Inflation averaged about 
11%, and by year end the unemployment 
rate was at a post-depression high of 
12.8%. As a result of these problems 
and others, including weak market 
demand, worrisome federal deficits and 
high real borrowing costs, 1982 sales in 
local currency were virtually unchanged 
at $1,670 million. Sales per square 
foot for Woolworth rose 3.2%, while 
Woolco’s sales per square foot declined 
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by 1.7%. Operating income in local cur¬ 
rency increased 6.7% compared with 
a 21% decline in the prior year. The 
improvement was attributable in large 
measure to lower store and division 
expenses. 

Due in part to the unfavorable 
overall Canadian economic situation, 
management decided to discontinue all 
of its catalogue operations. In addition, 
Woolworth added no additional stores 
in 1982 and Woolco opened only two. 

This year, however, Woolworth plans to 
open seven new units and Woolco one. 
Beyond 1983, neither division contem¬ 
plates any farther expansion of facilities 
until the economy picks up momentum. 
Meanwhile, basic strategy in both 
Woolworth and Woolco will stress remod¬ 
eling and re-merchandising of existing 
units to enhance the value-for-price rep¬ 
utation for which the Canadian company 
is well known. 

Woolworth Germany 

he German subsidiary continued 
c! its lackluster performance in 1982 
as evidenced by a local currency sales 
increase of only 1.3% and a decline in 
sales per square foot of 1.7%. Competi¬ 
tive conditions depressed gross margins 
while store expenses as a percentage 
of sales increased. As a result, 1982 


income before unallocated items in local 
currency declined 23%. When translated 
intoU.S. dollars, operating income was 
30% lowei than in 1981 due to the con¬ 
tinuing strength of the U.S. dollar in 
relation to the German mark. 

The German economy was under 
stress during 1982, and meaningful mea¬ 
sures to deal with the situation were 
held in abeyance pending the outcome of 
the federal elections in early 1983. Con¬ 
sumer spending slackened in 1982 as 
joblessness continued upward to reach 
10.4% of the labor force, while inflation 
ran at an annual rate of approximately 
5.3%. In light of this adverse business 
climate, Woolworth limited its 1982 
store expansion to four new units com¬ 
pared with the six opened in 1981. Dur¬ 
ing 1983 Woolworth plans to open only 
four new stores which will serve some of 
the nation’s smaller market areas. Until 
the economy rebounds, every effort will 
be made to increase market share by 
remodeling and re-merchandising exist¬ 
ing units. 
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Financial Statements 


Summaiy of Significant Accounting Policies _ 

Basis of Presentation —Prior years’ information has been 
restated to reflect the discontinuance of the Company’s U.S. 
Woolco operations and the sale of its 52.6% interest in its Brit¬ 
ish subsidiary, F. W. Woolworth pic. All revenues and expenses 
attributable to these discontinued operations have been 
removed from continuing operations and are shown separately 
in the income statement under the caption “Discontinued 
Operations.” Similarly, all assets and liabilities of discontinued 
operations except for short- and long-term debt have been 
segregated on the balance sheet. 

Consolidation —The consolidated financial statements include 
the accounts of the Company and all wholly owned domestic 
and foreign subsidiaries. The Company’s 49% owned Mexican 
subsidiary has been accounted for on the cost basis since 
August 1,1982, due to dividend restrictions imposed by the 
Mexican government at that time, and uncertainties as to 
future government controls on foreign exchange. 

All subsidiaries’ results are based on fiscal years ending Janu¬ 
ary 31, except for the German and Australian subsidiaries 
whose fiscal years end December 31. 

Foreign Currency Translation —In accordance with Statement 
of Financial Accounting Standard No. 52, all assets and liabili¬ 
ties have been translated at the exchange rates prevailing at 
the respective balance sheet dates, and all income statement 
items have been translated using the weighted average 
exchange rates during the respective year. The gains and 
losses resulting from translating assets and liabilities at cur¬ 
rent rates are reported in shareholders’ equity. Gains and 
losses from foreign currency transactions are reported in 


Merchandise Inventories —Inventories are valued at the lower 
of cost or market using the retail method for merchandise in 
stores and warehouses. Cost is determined on the last-in, 
first-out (LIFO) basis for most domestic inventories, and the 
first-in, first-out (FIFO) basis for foreign inventories. 

Properties —Significant additions and improvements to proper¬ 
ties are capitalized; maintenance and repairs are charged to 
current operations as incurred. 

Depreciation and Amortization —Owned buildings and equip¬ 
ment are depreciated on a straight-line basis over the esti¬ 
mated useful lives of the assets. The principal annual rates of 
depreciation are 2% to 3% for buildings and 7% to 33% for fur¬ 
niture, fixtures, and equipment. Leased properties under capi¬ 
tal leases and improvements to leased premises are amortized 
on a straight-line basis over the lesser of the life of the asset or 
the term of the lease. 

Store Preopening Costs —Store preopening costs are charged 
to expense in the year incurred. 

Income Taxes —United States investment tax credits are 
accounted for under the “flow through” method and are thus 
applied as a reduction of income tax expense for the period in 
which expenditures create the tax benefit. 

Leases on Closed Facilities —Estimated future costs of leases 
on closed facilities are recognized in the period in which the 
determination to close is made. These costs represent the 
present value of expenditures for rents, real estate taxes, and 
other occupancy costs, reduced by estimated income from 
subtenant leases. 


Report of Independent Accountants 



March 15,1983 

153 East 53rd Street 
New York, New York 10022 


- To the Board of Directors and Shareholders of F. W. Woolworth Co.: 

' In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, changes in 
> shareholders’ equity, and changes in financial position present fairly the financial position of F. W. Woolworth Co. and its 

- consolidated subsidiaries at January 31,1983,1982 and 1981, and the results of their operations and the changes in their financial 
| position for the years then ended, in conformity with generally accepted accounting principles consistently applied. Our 

|i examinations of these statements were made in accordance with generally accepted auditing standards and accordingly included 
p such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 


!] 
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Consolidated Statement of Income 

F.W. Woolworth Co. 


For the fiscal years ended January 31,1983,1982, and 1981 (in millions) 

1982 

1981 

1980 

Revenues 




Sales, including sales from leased departments of $237, $271, and $267 

$ 5,124 

$5,075 

$5,102 

Other income 

33 

55 

28 


5,157 

5,130 

5,130 

Costs and Expenses 




Costs of sales 

3,467 

3,420 

3,432 

Selling, general, and administrative expenses 

1,360 

1,331 

1,307 

Depreciation and amortization 

97 

92 

90 

Interest expense 

98 

103 

89 


5,022 

4,946 

4,918 

Income From Continuing Operations Before Income Taxes 

135 

184 

212 

Income taxes 

53 

87 

72 

Net Income from Continuing Operations 

82 

97 

140 


Discontinued Operations 

Income (loss) from discontinued operations, 


net of income taxes 

(37) 

(15) 

16 

Estimated (loss) from disposal of discontinued operations, 




net of income taxes 

(398) 

— 

— 


(435) 

(15) 

16 

Net Income (loss) 

$ (353) 

$ 82 

$ 156 

Amounts Per Common Share 




Primary 




Continuing operations 

$ 2.63 

$ 3.14 

$ 4.60 

Discontinued operations 

(14.34) 

(.50) 

.54 

Primary net income (loss) 

$(11.71) 

$ 2.64 

$ 5.14 

Fully diluted 




Continuing operations 

$ 2.60 

$ 3.08 

$ 4.46 

Discontinued operations 

(13.86) 

(.48) 

.51 

Fully diluted net income (loss) 

$(11.26) 

$ 2.60 

$ 4.97 


See Summary of Significant Accounting Policies on page 13 and Financial Review on pages 19 to 28. 
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Consolidated Balance Sheet 

F.W. WoolworthCo. 


January 31,1983,1982, and 1981 (in millions) 

1982 

1981 

1980 

Assets 




Current Assets 




Cash, and short-term investments of $214 in 1982 

$ 260 

$ 16 

$ 30 

Merchandise inventories 

1,026 

999 

1,005 

Other current assets 

97 

92 

87 

Assets of discontinued operations, net 

— 

610 

669 


1,383 

1,717 

1,791 

OWNED Properties, less depreciation and amortization 

798 

800 

775 

Leased Properties Under Capital Leases, less amortization 

129 

122 

139 

Deferred Tax Benefit 

133 

_ 

_ 

Deferred Charges and Other Assets 

46 

59 

63 


$2,489 

$2,698 

$2,768 

Liabilities and Shareholders’ Equity 




Current Liabilities 




Short-term debt 

$ — 

$ 87 

$ 192 

Current portion of long-term debt and obligations under capital leases 

32 

38 

37 

Accounts payable 

303 

356 

270 

Accrued liabilities 

204 

184 

185 

Current portion of reserve for discontinued operations 

162 

— 

— 

Dividends payable 

14 

14 

14 

Income taxes 

21 

15 

28 


736 

694 

726 

Long-Term Debt 

364 

407 

366 

Long-Term Obligations Under Capital Leases 

152 

144 

163 

Other Liabilities 

53 

43 

36 

Deferred Taxes 

33 

38 

34 

Reserve For Discontinued Operations 

152 

_ 

_ 

SHAREHOLDERS' EQUITY 

999 

1,372 

1,443 


$2,489 

$2,698 

$2,768 


See Summary of Significant Accounting Policies on page 13 and Financial Review on pages 19 to 28. 
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Consolidated Statement of Changes in Shareholders’ Equity 

F.W. WoolworthCo. 


For the fiscal years ended January 31,1983,1982, and 1981 







(Shares in thousands, amounts in millions) 

1982 

1981 


1980 



Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

PREFERRED STOCK 

Par value $1 per share, $2.20 Series A Convertible Preferred at 
stated value $4.73 Vs per share, 7,000,000 shares authorized 
Outstanding at beginning of year 

945 

$ 4 

1,074 

$ 5 

1,265 

$ 6 

Converted during year 

(226) 

(1) 

(129) 

(1) 

(191) 

(1) 

Outstanding at end of year 

719 

3 

945 

4 

1,074 

5 

Common Stock 

Par value $3.33 V 3 per share, 60,000,000 shares authorized 

Issued at beginning of year 

30,488 

102 

30,306 

101 

30,035 

100 

Issued on conversion of preferred shares 

321 

1 

182 

1 

271 

1 

Issued at end of year 

30,809 

103 

30,488 

102 

30,306 

101 

Common stock in treasury at beginning of year 

(158) 

(4) 

(305) 

(7) 

(376) 

(9) 

Acquired at cost 

(233) 

(4) 

(15) 

— 

(100) 

(2) 

Issued under stock purchase plan 

181 

4 

147 

3 

146 

3 

Issued upon exercise of options 

26 

— 

15 

— 

25 

1 

Common stock in treasury at end of year 

(184) 

(4) 

(158) 

(4) 

(305) 

(7) 

Common stock issued and outstanding 

30,625 

99 

30,330 

98 

30,001 

94 

Retained Earnings 

Balance at beginning of year 


1,338 


1,312 


1,213 

Net income (loss) 

Cash dividends declared 


(353) 


82 


156 

Preferred stock 


(2) 


(2) 


(2) 

Common stock 


(55) 


(54) 


(54) 

Stock option and purchase plan transactions, net 


_(1) 


— 


(1) 

Balance at end of year 


927 


1,338 


1,312 

Shareholders’ Equity Before Foreign Currency 







Translation Adjustment 


1,029 


1,440 


1,411 

Foreign Currency Translation Adjustment 

Balance at beginning of year 


(68) 


32 


72 

Effect of fluctuations in foreign currency translation rates 

Effect of recognizing in earnings the cumulative translation loss of 


(57) 


(100) 


(40) 

British subsidiary 


95 


— 


— 

Balance at end of year 


_(30) _ 


(68) 


32 

Total Shareholders’ Equity 


$ 999 


$1,372 


$1,443 


See Summary of Significant Accounting Policies on page 13 and Financial Review on pages 19 to 28. 
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Consolidated Statement of Changes in Financial Position 

F.W. Wool worth Co. 


For the fiscal years ended January 31,1983,1982, and 1981 (in millions) 

1982 

1981 

1980 

Financial Resources Were Generated From: 

Income from continuing operations 

$ 82 

$ 97 

$ 140 

Non-cash items 

Depreciation and amortization 

97 

92 

90 

Domestic operations’ tax provision 

32 

— 

_ 

Equity in net income of Mexican subsidiary 

(1) 

(6) 

(8) 

Total 

210 

183 

222 

Dividends received from Mexican subsidiary 

2 

_ 

9 

' Sales of properties 

19 

12 

24 

Sale of Mexican shares 

— 

7 

— 

Other 

13 

15 

(24) 

Total Financial Resources Generated From 

Continuing Operations 

244 

217 

231 

Financial Resources Were Used For: 

Increases (decreases) in working capital requirements 
(excluding cash and borrowings) 

Changes in inventory 

27 

(6) 

(4) 

Changes in other current assets and liabilities 

32 

(67) 

29 

: Additions to owned properties and those occupied under capital leases 

116 

147 

169 

Net fixed assets transferred from discontinued operations 

26 

— 

— 

Cash dividends 

57 

56 

56 

Treasury stock transactions 

1 

(3) 

(2) 

Total Financial Resources Used For Continuing Operations 

259 

127 

248 

Foreign Currency Translation Adjustment 

_(7) _ 

(8) 

(15) 

Net Financial Resources Generated (Required) From (For) 
Continuing Operations 

_(22) _ 

82 

(32) 

’ Net Financial Resources Generated (Required) From (For) 
Discontinued Operations 

394 

(14) 

(103) 

Net Financial Resources Generated (Required) 

$372 

$ 68 

$(135) 


Uses (Sources) Of Additional Resources 


Increase (decrease) in cash and short-term investments 

$244 

$(14) 

$ 11 

(Increase) decrease in short-term debt 

87 

105 

(154) 

(Increase) decrease in long-term debt and capital lease obligations 

41 

(23) 

8 


$372 

$ 68 

$(135) 


: See Summary of Significant Accounting Policies on page 13 and Financial Review on pages 19 to 28. 
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Managements Discussion of 
Operating Results and Financial Condition 


A s a multinational retailer 
which distributes a broad 
range of merchandise 
including footwear and 
apparel through more than 
5,000 stores and leased departments in 
the United States, Puerto Rico, U.S. 
Virgin Islands, Canada, Germany, Aus¬ 
tralia, and Mexico, the Company’s 
operating results and financial condition 
are affected by the economic and com¬ 
petitive forces of the various environ¬ 
ments in which it operates. Recognizing 
these facts, the Company has made a 
series of decisions designed to restruc¬ 
ture the Company. The decisions are 
part of a strategic plan to redeploy 
assets away from areas producing a low 
return on investment to areas producing 
a more satisfactory return on invest¬ 
ment; to provide support for profitable 
businesses; and to accelerate expansion 
of specialty retailing operations. 

The decisions were based on manage¬ 
ment’s analysis of the results of opera¬ 
tions of existing businesses compared to 
profit criteria, the profitability of exist¬ 
ing stores in relation to markets in which 
the Company operates, the size of its 
stores, and the merchandise lines being 
offered. 

In 1982 the Company discontinued its 
U.S. Woolco operations and realized 
$277 million in cash from the sale of its 
entire 52.6% interest in its unconsoli¬ 
dated British subsidiary. Other steps 
taken in 1982 for the restructuring and 
elimination of operations which did not 
meet the Company’s profitability criteria 
were the establishment of a $6 million 
after-tax provision for the discontinu¬ 


ance of certain Canadian facilities, and 
the sale of the U.S. Shirt Closet opera¬ 
tion. In July 1981 the Company realized a 
$15 million after-tax profit from the sale 
of 51% of its equity in its Mexican sub¬ 
sidiary, which was sold to comply with 
requirements for expansion in Jlexico. 

In 1980 the Company closed its opera¬ 
tions in Spain, which were unprofitable. 

In addition, during the past three years 
the Company has reduced the size of 
existing stores by subleasing space to 
other Company operating units and to 
outsiders, and has assumed the opera¬ 
tions of a significant number of depart¬ 
ments formerly licensed to others. 

Funds generated from these actions 
have enabled the Company to eliminate 
short-term debt and to position itself to 
achieve its strategic goals. 

Operating income (income before unallo¬ 
cated items) of foreign companies as a 
percentage of total operating income 
from continuing operations was 40% in 
1982, 46% in 1981, and 52% in 1980. 
Foreign companies’ operating income 
margins have generally been higher than 
those of domestic companies due in part 
to the cost determination of inventories. 
While the Company uses the retail 
method to value merchandise invento¬ 
ries, cost is determined on the FIFO 
basis for foreign companies, and on the 
LIFO basis for domestic companies. In 
periods of inflation the FIFO method 
increases margins relative to the LIFO 
basis which, by more closely matching 
revenues with costs, depresses 
margins. Foreign companies’ contribu¬ 
tion has declined over the past three 
years due to a decline in the value of 
German and Canadian currencies in rela¬ 
tion to the U.S. dollar and a general 
deterioration in the economic climate of 
those countries. 

Interest expense declined 5% in 1982, 
primarily as a result of lower short-term 
interest rates and lower average short¬ 
term debt levels. 


The effective tax rate allocable to con¬ 
tinuing operations was 39.2% in 1982, 
47.3% in 1981, and 43.4% in 1980. The 
1980 rate does not reflect a $20 million 
Advance Corporation Tax refund from 
the British government for taxes with¬ 
held on dividends received from the 
British subsidiary in prior years. 

As shown in the Consolidated Statement 
of Changes in Financial Position, total 
funds generated from continuing opera¬ 
tions during the past three years 
exceeded those utilized for working 
capital, expansion, and dividends. Based 
on current plans for 1983, which include 
additions to owned properties of $123 
million, management anticipates that 
continuing operations will generate more 
funds than required. The percentage of 
aggregate short-term debt and long¬ 
term debt to the sum of total debt and 
total shareholders’ equity was approxi¬ 
mately 28% for the past three years. 
Short-term debt as a percentage of total 
debt was 33% in 1980 and 17% in 1981. 

At the end of 1982, there was no short¬ 
term debt outstanding. 

In September of 1982, Standard and 
Poor’s Corporation lowered its rating of 
the Company’s senior debt from BBB + 
to BBB and maintained its rating of A-2 
on the Company’s commercial paper. 

This action was attributed by Standard 
and Poor’s to the weak operating results 
of U.S. Woolco. However, with the dis¬ 
continuance of the U.S. Woolco opera¬ 
tions and the sale of its British 
investment, the Company has signifi¬ 
cantly improved its financial strength 
and operating results. Funds provided 
by profitable operations will no longer be 
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Financial Review 


used to support the unprofitable U.S. 
Woolco operations. At January 31,1983 
the Company had $260 million in cash 
and short-term investments which will 
be used for working capital purposes, 
capital expenditures, and to satisfy the 
ongoing funding requirements for the 
reserve for discontinued operations. At 
January 31,1983 the Company had ongo¬ 
ing obligations of $314 million associated 
with discontinued operations, including 
property-related, personnel-related, 
and other costs. The estimated amount 
of this liability to be funded in fiscal 1983 
is $162 million. Based on the strong 
earnings history of the Company’s 
domestic continuing operations, and 
management’s decision to eliminate the 
drain on earnings from the unprofitable 
U.S. Woolco operations, the Company 
has recognized a deferred tax benefit of 
$133 million relating to the estimated 
loss on the discontinuance of the U. S. 
Woolco operations. This tax benefit will 
be utilized to offset the tax liability from 
domestic continuing operations over the 
next two to three years. 

The Company meets seasonal working 
capital demands by the issuance of com¬ 
mercial paper and the use of short-term 
lines of credit, of which $736 million was 
available at January 31,1983. In addition, 
in February 1982 the Company entered 
into a three-year $75 million term loan 
agreement, the proceeds of which were 
used to reduce short-term debt. Pres¬ 
ently, short-term lines of credit are con¬ 
sidered more than adequate to meet 
seasonal working capital requirements. 
However, depending on market condi¬ 
tions, the Company may utilize other 
sources of outside financing, either long¬ 
term or short-term. 

For a more detailed analysis of operating 
results and financial condition see Finan¬ 
cial Review beginning on this page. For 
required information on the effects of 
inflation on the Company see page 28. 


Sales 


An analysis of sales contribution by management 
responsibility and geographic area follows: 

(in millions) 1982 1981 1980 1979 

1978 

Domestic: 

Woolworth 

Kinney 

Richman 
*J. Brannam 

$1,707 

910 

198 

85 

$1,686 

838 

186 

57 

754 

179 

27 

$1,645 

709 

184 

4 

$1,540 

631 

177 

Total domestic 

2,900 

2,767 

2,659 

2,542 

2,348 

% change from prior year 

4.8 

4.1 

4.6 

8.3 

8.8 

I Foreign: 

Canada 

1,350 

1,394 

1,379 

1,289 

1,147 

Germany 

717 

762 

922 

863 

743 

Kinney: Canada and 
Australia 

222 

222 

198 

171 

136 

Intersegment sales 

(65) 

(70) 

(56) 

(41) 

(32) 

Total foreign 

2,224 

2,308 

2,443 

2,282 

1,994 

% change from prior year 

(3.6) 

(5.5) 

7.1 

14.4 

11.3 

Total sales 

$5,124 

$5,075 

$5,102 

$4,824 

$4,342 

% change from prior year 

1.0 

(0.5) 

5.8 

11.1 

9.9 


In 1982 sales increased 1.0% over the prior year level. 
Domestic sales increased 4.8% and foreign sales declined 
3.6%. The 1982 decline in foreign sales resulted from 
strengthening of the U.S. dollar in relation to currencies of 
foreign countries in which the Company operates. If foreign 
sales had been translated at the 1981 translation rates, 1982 
foreign sales would have increased 1.1%, and total sales, 

Increases in sales over the past five years resulted from 
inflation and sales gains at existing stores, and the addition 
of new stores. For further information on sales, sales per 
square foot, and operating income in local currency, see page 
5 of this Annual Report. 
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Net Income 


An analysis of income by management responsibility and 
geographic area follows: 


(in millions) 

1982 

1981 

1980 

1979 

1978 

Income before unallocated items 
Domestic: 

Woohvorth $ 66 

$ 73 

$ 80 

$ 83 

$ 73 

Kinney 

88 

83 

78 

82 

88 

Richman 

4 

(5) 

(4) 

4 

11 

*J. Brannam 

(5) 

(4) 

(4) 

(1) 

— 

Total domestic 

153 

147 

150 

168 

172 

Foreign: 

Canada 

52 

50 

65 

71 

56 

Germany 

40 

57 

81 

83 

74 

Kinney: Canada and 
Australia 

12 

18 

15 

14 

12 

Total foreign 

104 

125 

161 

168 

142 

Operating income 

257 

272 

311 

336 

314 

Unallocated items 

Gain on sale of Mexican 
shares 


22 




Equity in net income of 
Mexican subsidiary 

1 

6 

8 

5 

3 

Corporate expense 

(19) 

(6) 

(13) 

(11) 

(7) 

Service charges on 
receivables sold 

(6) 

(7) 

(5) 

(5) 

(3) 

Interest expense 

(98) 

(103) 

(89) 

(76) 

(61) 

Income taxes 

(53) _ 

(87) 

(72) 

(123) 

(129) 


(175) 

(175) 

(171) 

(210) 

(197) 

Net income from continuing 
operations 

$ 82 

$ 97 

$140 

$126 

$117 


Operating income from continuing operations declined 6% in 
1982 from the 1981 level. Domestic operating income rose 
4% due to a decline in the LIFO provision which more than 
offset increased expenses. Foreign operating income 
declined 17% in 1982 due to depressed economic conditions 
in the countries in which the Company operates. In fiscal 
1981 total operating income declined 13% from the 1980 
level. Domestic operating income declined 2% and foreign 
operating income declined 22% in 1981 from the 1980 level. 


Also contributing to the decline in foreign companies’ operat¬ 
ing income in the past two years was the impact of the 
decline in values of foreign currencies in relation to the U.S. 
dollar. Following are the weighted average foreign exchange 
rates used to translate foreign operating results into U. S. 
dollars: 


Canada Germany Australia 


1980 rate 

.8525 

.5470 

1.1429 

1981 rate 

.8349 

.4434 

1.1492 

% change 

(2.1) 

(18.9) 

0.6 

1982 rate 

.8083 

.4117 

1.0149 

% change 

(3.2) 

(7.1) 

(11.7) 


Included in 1982 corporate expense are pretax provisions of 
$10 million for the contraction of certain Canadian facilities, 
and $4 million for the adjustment to net realizable value of 
certain foreign assets being held for sale. Also included in 
corporate expense were pretax gains on the repurchase of 
debentures of $10 million in 1982 and $4 million in 1981. 

Net income from continuing operations declined 15% in 1982 
compared with a 31% decline in 1981. Included in 1981 net 
income from continuing operations was a $15 million after-tax 
gain on the sale of 51% of the Company’s equity in its Mexi¬ 
can subsidiary. 

Ratios useful in analyzing results of continuing operations are 
as follows: 


(% of sales) 

1982 

1981 

1980 

1979 

1978 

Costs of sales 

67.7 % 

67.4% 

67.3% 

66.7% 

63.9% 

Selling, general, and 

administrative expenses 

26.5 

26.2 

25.6 

25.4 

27.6 

Depreciation and 

amortization 

1.9 

1.8 

1.8 

1.7 

1.8 

Interest expense 

1.9 

2.0 

1.7 

1.6 

1.4 

Income taxes 

1.0 


1.4 

2.5 

3.0 

Income from continuing 

operations 

1.6 

1.9 

2.7 

2.6 

2.7 


Costs of Sales 

Gross margins over the last five years have been affected 
by the determination of inventory cost on the LIFO basis for 
domestic companies. LIFO provisions were $5 million in 
1982, $23 million in 1981, $25 million in 1980, $29 million in 
1979, and $12 million in 1978. 
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Selling, General, and Administrative Expenses 

Selling, general, and administrative expenses increased at a 
slightly higher rate than sales over the last three years, due 
primarily to increases in personnel and energy-related costs. 
Advertising expenses amounted to $104 million in 1982, $96 
million in 1981, and $92 million in 1980. 


Depreciation and Amortization 

Depreciation and amortization expense attributable to 
owned properties and leased properties under capital leases 
by management responsibility and geographic area follows: 

(in millions) 1982 1981 1980 1979 1978 

Domestic: 






Woolworth 

$28 

$26 

$28 

$27 

$28 

Kinney 

25 

23 

20 

17 

14 

Richman 

4 

4 

4 

3 

3 

*J. Brannam 

2 

1 

1 

— 

— 

Corporate 

3 

3 

1 

1 

1 

Total domestic 

62 

57 

54 

48 

46 

Foreign: 






Canada 

17 

17 

16 

15 

14 

Germany 

14 

15 

18 

18 

17 

Kinney: Canada and 






Australia 

4 

3 

2 

2 

2 

Total foreign 

35 

35 

36 

35 

33 


$97 

$92 

$90 

$83 

$79 


Interest Expense 

Interest expense of continuing operations consisted of the 
following: 


(in millions) 

1982 

1981 

1980 

Short-term debt 

$49 

$ 59 

$39 

Long-term debt 

33 

30 

31 

Interest capitalized 

(2) 

(4) 

— 

Total interest on debt 

80 

85 

70 

Imputed interest on capital leases 

18 

18 

19 

Total interest expense 

$98 

$103 

$89 


Interest expense decreased 5% in 1982. Higher short-term 
interest rates and average borrowing levels caused the 1981 
increase over the 1980 level. 


Taxes on Income 

The following presents the domestic and foreign components 
of consolidated companies’ pretax income (loss) excluding 
equity in the net income of the Company’s former British 
subsidiary: 


(in millions) 

1982 

1981 

1980 

Continuing operations 

United States 

$ 72 

$ 85 

$ 77 

Foreign 

63 

99 

135 


135 

184 

212 

Discontinued operations 

(618) 

(126) 

(72) 

Total pretax income (loss) 

$(483) 

$ 58 

$140 

The income tax provision (benefit) consists of the following: 

(in millions) 

1982 

1981 

1980 

Current: 

Federal 

$ - 

$ (18) 

$ (6) 

State and local 

3 

5 

3 

Foreign 

21 

34 

54 

Total current provision 

24 

21 

51 

Deferred: 

Federal 

(121) 

— 

1 

State and local 

(18) 

— 

— 

Foreign 

3 

5 

4 

Total deferred provision 

(136) 

5 

5 

Refund of British Advance Corporation Tax 

- 

- 

(20) 

Total provision (benefit) for income taxes 

$(112) 

$ 26 

$ 36 


The income tax provision (benefit) is allocated to operations 
as follows: 


(in millions) 

1982 

1981 

1980 

Continuing operations 

Discontinued operations 

$ 53 

$ 87 

$ 72 

Operations of U.S. Woolco 

(36) 

(61) 

(36) 

Disposal of U.S. Woolco 

(203) 

— 

— 

Sale of British subsidiary 

74 

— 

— 

Total provision (benefit) 

$(112) 

$ 26 

$ 36 


The above allocation was made by computing the tax provi¬ 
sion on continuing operations and on the sale of the British 
subsidiary, and allocating the remaining tax benefit to the 
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operations and disposal of U.S. Woolco. The U.S. tax provi¬ 
sion on the sale of the British subsidiary results principally 
from unremitted earnings previously considered perma¬ 
nently reinvested and not subject to tax. 

Based on the strong earnings history of the Company’s con¬ 
tinuing domestic operations, and resulting from manage¬ 
ment’s decision to eliminate any future drain on earnings by 
discontinuing its unprofitable U.S. Woolco operations, the 
Company has recognized a future tax benefit of $133 million 
relating to the estimated loss on the discontinuance of the 
U.S. Woolco operations. In the opinion of management, the 
realization of this tax benefit in domestic tax returns to be 
filed in the next two to three years is assured beyond any 
reasonable doubt. The Company has available foreign tax 
credits of $17 million which expire January 31,1987 and $18 
million which expire January 31,1988. 

Deferred taxes arose principally from recognition in differ¬ 
ent periods for accounting and tax purposes of income and 
expenses attributable to the U.S. Woolco discontinuance, the 
use of accelerated depreciation, the accounting for capital¬ 
ized leases, and foreign dividends. 

A reconciliation of the significant differences between the 
effective income tax rate and the federal statutory rate on 
pretax eamings/(loss) which includes equity in net income of 
the Mexican subsidiary follows: 



1982 

1981 

1980 

Statutory federal income tax rate 

(46.0)% 

46.0% 

46.0% 

State and local income taxes 

(1.7) 

8.3 

1.1 

Investment tax credit, net of recapture 

— 

(14.0) 

(6.3) 

Effect of U.S. pretax accounting loss 

5.5 

32.4 

— 

Prior provisions no longer considered necessary 

— 

(17.1) 


Foreign income taxed at (lower) rates 

(1.7) 

(5.2) 

— 

Effect of sale of British subsidiary 

19.0 

— 

— 

Equity in net income of Mexican subsidiary 
not subject to U.S. tax 


(4.8) 

(2.6) 

Other items, net 

1.7 

(0.8) 

1.8 

Refund of British Advance Corporation Tax 

(23.2) 

44.8 

40.0 

(14.3) 


(23.2)% 

44.8% 

25.7% 


Provision has been made in the accompanying Consolidated 
Statement of Income for additional income taxes applicable 
to dividends received or expected to be received from sub¬ 
sidiaries. The amount of unremitted earnings of foreign 
subsidiaries, on which no such tax is provided and which 
is considered to have been permanently reinvested in the 
subsidiaries, totaled $454 million at January 31,1983. 


Retirement Plans 

Domestic and foreign companies have noncontributory 
retirement plans for qualified employees. Provisions for 
earned benefits are made by payments to insurance compa¬ 
nies to purchase annuity contracts, by contributions to trust 
funds, and by balance sheet accruals, and include amortiza¬ 
tion of prior service costs generally over ten to forty-year 
periods. 

The total cost of retirement plans related to continuing oper¬ 
ations amounted to $13 million in 1982, $19 million in 1981, 
and $22 million in 1980. Additional pension expense of $6 
million resulting from early vesting of Woolco employees is 
included in the loss from discontinued operations. 

Comparisons of accumulated plan benefits and plan net 
assets as of the latest actuarial valuations are shown below: 


As of January 1, (in millions) 

1982 

1981 

1980 

Actuarial present value of accumulated 
plan benefits: 

Vested 

Non-vested 

$289 

23 

$303 

23 

$293 

21 


$312 

$326 

$314 

Net assets available for benefits 

Weighted average assumed rate of return 

$347 

7.6% 

$330 

6.1% 

$276 

5.8% 


Changes in certain actuarial assumptions and the investment 
in dedicated bond funds for certain retirees had the effect of 
reducing pension expense by $6 million in 1982 and the 
present value of accumulated plan benefits by $40 million in 
1982, $9 million in 1981, and $10 million in 1980. 
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Total Assets 

Following is an analysis of total assets by management 
responsibility and geographic area: 


As of January 31, 

1983 

1982 

1981 

1980 

1979 

Domestic: 




(in millions) 

Woolworth 

$ 582 

$ 508 

$ 577 

$ 537 

$ 545 

Kinney 

442 

412 

374 

340 

317 

Richman 

86 

88 

92 

88 

93 

*}. Brannam 

18 

29 

21 

7 

— 

Corporate 

Domestic discontinued 

375 

65 

66 

75 

56 

operations, net 

— 

368 

400 

310 

286 

Total domestic 

1,503 

1,470 

1,530 

1,357 

1,297 

Foreign: 






Canada 

460 

468 

440 

449 

384 

Germany 

Kinney: Canada and 

423 

403 

434 

455 

441 

Australia 

99 

106 

85 

76 

61 

Spain 

Investment in British 




23 

23 

subsidiary 

Investment in Mexican 


242 

269 

226 

159 

subsidiary 

4 

9 

10 

13 

8 

Total foreign 

986 

1,228 

I 238 

1,242 

1,076 


$2,489 

$2,698 

$2,768 

$2,599 

$2,373 


Included in total corporate assets at January 31,1983 are 
short-term investments of $178 million valued at cost, which 
approximates market value, and the $133 million deferred 
tax benefit. 


Foreign Currency Translation Adjustment 

The foreign currency translation adjustment reflects 
the economic effect of exchange rate changes on the net 
investment in foreign entities in terms of the U.S. dollar. 


Shown below is an analysis, by foreign currency, of the 
translation adjustment included in shareholders’ equity: 


As of January 31, 

1983 

1982 

1981 



(in millions) 

Canada 

$(43) 

$(34) 

$(34) 

Germany 

33 

48 

85 

Australia 

(2) 

(1) 

— 

Mexico 

(12) 

(8) 

(8) 

Other 

_(6) 

(3) 

1 

Total from continuing operations 

(30) 

2 

44 

British subsidiary 

— 

(70) 

(12) 


$(30) 

$(68) 

$32 


The decline in value of foreign currencies against the U.S. 
dollar over the past three years has resulted in a significant 
reduction, in U.S. dollar terms, in the value of the net invest¬ 
ment in foreign entities. The currency translation adjustment 
applicable to the British subsidiary was recognized as part of 
the loss on sale of that subsidiary. 


Merchandise Inventories 

As of January 31, _ 


LIFO inventories 
FIFO inventories 


Excess of FIFO cost over 
stated LIFO cost 


1983 1982 1981 


(in millions) 
$ 482 $422 $ 442 

544 577 563 

$1,026 $999 $1,005 


$ 125 $120 $ 97 


Properties 

Owned properties and leased properties under capital leases 
at year end were as follows: 


As of January 31, 

1983 

1982 

1981 



(in millions) 

Land and buildings 

Owned 

$ 436 

$ 438 

$ 433 

Leased 

200 

205 

226 


636 

643 

659 

Furniture, fixtures and equipment 

Owned 

466 

450 

437 

Leased 

37 

32 

35 


503 

482 

472 


1,139 

1,125 

1,131 

Less accumulated depreciation 

and amortization 

488 

474 

473 


651 

651 

658 

Buildings on leased ground, 

less amortization 

37 

42 

45 

Alterations to leased and owned 

buildings, less amortization 

239 

229 

211 


$ 927 

$ 922 

$ 914 
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An analysis of net properties by management responsibility 
and geographic area follows: 


As of January 31, 

1983 

1982 

1981 



(in millions) 

Domestic: 

Woolworth 

$208 

$196 

$206 

Kinney 

221 

209 

196 

Richman 

27 

28 

27 

*j. Brannam 

8 

10 

7 

Corporate 

36 

37 

34 

Total domestic 

500 

480 

470 

Foreign: 

Canada 

150 

157 

152 

Germany 

248 

258 

269 

Kinney: Canada and Australia 

29 

27 

23 

Total foreign 

427 

442 

444 


$927 

$922 

$914 


Capital expenditures for owned properties and additions to 
leased properties under capital leases by management 
responsibility and geographic area during the past five years 
are as follows: 


1 (in millions) 

1982 

1981 

1980 

1979 

1978 

Domestic: 

Woolworth 

$ 16 

$ 19 

$ 23 

$ 33 

$ 46 

Kinney 

42 

40 

45 

43 

29 

Richman 

4 

6 

8 

5 

4 

*J. Brannam 

4 

4 

5 

3 

— 

Corporate 

2 

5 

14 

5 

4 

Total domestic 

68 

74 

95 

89 

83 

1 Foreign: 

Canada 

20 

23 

22 

22 

21 

Germany 

20 

42 

45 

19 

11 

Kinney: Canada and 

Australia 

8 

8 

7 

6 

5 

Total foreign 

48 

73 

74 

47 

37 


$116 

$147 

$169 

$136 

$120 


Additions attributable to properties under capital leases 
were $8 million in 1982, $7 million in 1981, $22 million in 1980, 
$20 million in 1979, and $22 million in 1978. Costs incurred 
for repairs and maintenance were $50 million in 1982, 

$50 million in 1981, $49 million in 1980, $45 million in 1979, 
and $39 million in 1978. 


Liabilities 


Short-term Borrowings 

- Short-term borrowings consisted of the following: 

s As of January 31, 1983 1982 

1981 

3 Short-term debt 

Bank loans 

$- 

(in millions) 

$ — $102 

’ Commercial paper 

— 

87 

90 


_ 

87 

192 

1 Current portion of long-term 
debt and capital lease 
i obligations 

32 

38 

37 


$32 

$125 

$229 


, Unused lines of credit available to the Company totaled $736 
million at January 31,1983. Proceeds from the sale of the Brit- 
fi ish subsidiary were used to reduce short-term debt during 
l the year ended January 31,1983. Two revolving credit agree- 
ments, entered into in fiscal 1981, which permitted aggregate 
, borrowings of up to $225 million were cancelled by the Com- 
pany as of January 28,1983. 

i Statistical information regarding debt and interest rates 


follows: 

1982 

1981 

1980 

Short-term debt 

Outstanding balance during the year 

$ — 

(in millions) 

$ 87 $ 38 

High 

870 

870 

751 

Weighted average 

558 

583 

504 

Weighted average interest rate 

During the year 

14.1% 

16.6% 

14.3% 

At year end 

— 

13.7% 

15.9% 

Total debt 

Weighted average interest rate 
on total debt 

11.6% 

13.4% 

11.7% 


The weighted average interest rates reflect total debt 
;i and total interest expense, including interest allocated to the 
discontinued U.S. Woolco operations. 

In accordance with informal agreements with certain banks, 
the Company maintained compensating balances throughout 
the year. Compensating balances are maintained in terms of 
< average bank balances over a period of time, rather than 
i; fixed balances constantly maintained on deposit. 
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Long-term Debt and Capita! Lease Obligations 

The following is a summary of long-term debt and capital 
lease obligations at year end: 


As of January 31, 

1983 

1982 

1981 

15.75% to 17.37% 
term loan payable 1985 

$ 75 

(in millions) 

$ 75 $ - 

5% notes payable 

— 

— 

10 

7.375% sinking fund debentures 
payable through 1996 

65 

81 

92 

8.25% bank notes payable 

1982-1984 

8 

24 

36 

9% sinking fund debentures 
payable 1985-1999 

117 

125 

125 

10% Canadian sinking fund 
debentures payable 1984-2003 

44 

46 

46 

5% to 13.5% mortgage and note 
obligations on real estate 
payable to 2007 

31 

37 

35 

Other 

24 

19 

22 

Total long-term debt 

364 

407 

366 

Capital lease obligations 

152 

144 

163 


$516 

$551 

$529 


The indenture relating to the 7.375% sinking fund deben¬ 
tures provides that the Company annually pay $6 million into 
a sinking fund. The debentures may be redeemed at the 
option of the Company in whole or in part at annually declin¬ 
ing premiums, presently 3.3%. 

The indenture relating to the 9% sinking fund debentures 
provides that the Company annually pay $4 million into a 
sinking fund from 1985 to 1989, and $10 million annually 
thereafter. The debentures may be redeemed at the option 
of the Company in whole or in part at annually declining 
premiums, presently 5.0%. 

The indenture relating to the 10% Canadian sinking fund 
debentures provides that the Company annually pay $1 mil¬ 
lion into a sinking fund from 1984 to 1988, $2 million from 
1989 to 1998, and $3 million from 1999 to 2002. The deben¬ 
tures may be redeemed at the option of the Company in 
whole or in part at annually declining premiums, pres¬ 
ently 7.8%. 

Certain of the debt agreements have restrictive covenants 
which, among other matters, require the maintenance of 
minimum consolidated net worth and working capital levels, 
and limit consolidated debt and operating lease commitments. 


Maturities of long-term debt and minimum rental payments 
under capital leases in future periods are as follows: 


Long-term Capital 


(in millions) 

debt 

leases 

Total 

1983 

$ 21 

$ 31 

$ 52 

1984 

22 

30 

52 

1985 

83 

26 

109 

1986 

7 

26 

33 

1987 

15 

24 

39 

Thereafter 

237 

229 

466 

Total 

Less future interest 

385 

366 

751 

and executory expenses 

Less amount included in 


203 

203 

short-term borrowings 

21 

11 

32 


$364 

$152 

$516 


The minimum lease payments above have not been reduced 
by minimum sublease income of $2 million due in the future 
under noncancelable subleases. 


Operating Leases 

The Company is obligated under operating leases for a major 
portion of its store properties and equipment. Many of the 
store leases contain renewal options, ranging from five to ten 
years. Management expects that in the ordinary course of 
business expiring leases will be renewed or replaced by 
leases on other premises. Certain leases provide for addi¬ 
tional rental payments based on a percentage of store sales. 
Rental expense was: 


(in millions) 

1982 

1981 

1980 

Minimum rentals 

$211 

$204 

$181 

Contingent rent based on sales 
(including leases capitalized) 

31 

30 

30 

Sublease income 

(27) 

(29) 

_(29) 


$215 

$205 

$182 
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Minimum annual rents under noncancelable operating leases 
are as follows: 

(in millions) 


1983 

$187 

i 1984 

178 

1985 

170 

; 1986 

159 

, 1987 

148 

Thereafter 

951 


: Minimum annual rents above have not been reduced by mini- 
mum sublease income of $25 million due in the future under 
noncancelable subleases. 


Accrued Liabilities 

Accrued liabilities consist of the following: 

As of January 31, 1983 

1982 

1981 



(in millions) 

Compensation 

$ 54 

$ 57 

$ 61 

Taxes (other than income 




j —principally withholding) 

50 

47 

43 

r Other 

100 

80 

81 

[ 

$204 

$184 

$185 

\ 


; Preferred Stock 

- At January 31,1983 the $2.20 Series A Convertible Pre- 
, ferred Stock had an involuntary liquidation value of $32 mil¬ 
lion. The stock is cumulative, voting and convertible at any 
time at the rate of 1.42 shares of common stock for each 
share of preferred stock, subject to anti-dilution provisions. 
The Company has reserved 1,021,488 shares of common 
' stock for the conversion. At the option of the Company, the 
preferred stock is redeemable at $45.00 per share. 


Stock Option and Purchase Plans _ 

On April 14,1982, the Board of Directors of the Company 
adopted the 1982 Woolworth Stock Option Plan which 
received shareholder approval at the Annual Meeting of 
Shareholders on June 17,1982. Under the terms of this plan, 
options may be granted to eligible officers and key employ¬ 
ees to purchase up to 1,000,000 shares, in the aggregate, of 
the Company’s common stock at not less than 100% of the 
fair market value of such shares on the date of grant of the 
option. Options may not be exercised until one year from the 
date of grant, and unexercised options may not remain out¬ 
standing more than 10 years from the date of grant. At Janu¬ 
ary 31,1983, of the approximately 300 persons eligible to 
receive options under the plan, 76 persons had, prior to that 
date, been granted options. 

The power to grant options under the 1976 Woolworth Stock 
Option Plan expired in 1981. Certain options granted under 
that plan, however, remain outstanding. 

The Company also has established the 1981 Woolworth 
Employees’ Stock Purchase Plan under which participating 
employees may acquire annually, by payroll deductions 
aggregating not more than 10% of their annual compensation, 
shares of the Company’s common stock. The price at which 
such shares are purchased is 85% of the lower of the fair 
market values of such shares on one of two specified dates in 
each year. Under this plan, a participant is limited to the 
acquisition in any year of that number of shares which have 
an aggregate fair market value of $25,000. At January 31, 
1983, approximately 49,000 employees were eligible to par¬ 
ticipate in the plan and approximately 4,400 of those persons 
were participating. Of the 1,000,000 shares of common stock 
authorized for purchase under the plan, 60,837 shares had 
been purchased by participating employees prior to January 
31,1983. 

The 1977 Woolworth Employees’ Stock Purchase Plan, which 
authorized the purchase of 750,000 shares of the Company’s 
common stock, terminated during 1982. All shares author¬ 
ized were purchased by plan participants, including 119,862 
shares in 1982. 

Common shares issued upon exercise of stock options and 
as a result of purchases under the stock purchase plans have, 
in the past, been treasury shares. Differences between the 
proceeds received therefor and the cost of the treasury 
stock are charged or credited, as appropriate, to additional 
paid-in capital or retained earnings. 
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The information set forth in the following table covers options granted under the 1976 and the 1982 Woolworth Stock Option 
Plans. Under the terms of both plans, the price at which shares covered by an option are purchasable is not less than 100% of 
the fair market value of the Company’s common stock on the date of grant of such option. 


For fiscal years ended 
January 31,1983,1982, 
and 1981 (in thousands 
except prices per share) 
Options outstanding at 
beginning of year 


Options exercisable at 
beginning of year 
Options granted during year 


Options exercised during year 


Options which expired or were 
cancelled during year 
Options outstanding at 
end of year 

Options exercisable at 
end of year 

Options available for future 
grant at end of year 


_1982_ _1981_ _1980_ 

Range of Range of Range of Range of Range of Range of 

Prices Expiration Prices Expiration Prices Expiration 

Shares Per Share _ Dates Shares Per Share _ Dates Shares Per Share _ Dates 

495 18 Vi - July 12,1982- 627 18 Vi- July 12,1982- 558 18 Vi- July 12,1982- 

29 Vi«, August 12,1990 29 '/k, August 12.1990 27% February 13,1989 

428 18 Vi- July 12,1982- 457 18 Vt- July 12,1982- 455 18 »i- July 12,1982- 

_ 29 Vn. August 12,1990 _ 27% February 13,1989 _24Vi_ July 11,1988 

165 17 Vn, & July 13.1992 & 0 136 29'/u, August 12,1990 

_ 18'Vih August 10,1992 _ 

26 18 Vi- 15 18 Vi- 25 18 Vi- 


73 18-Vi- 117 18 Vi- 42 18Vi- 

_29Vn>_ 29Vn, _24Vi_ 

561 17 Vu>- July 11,1983- 495 18 V>- July 12,1982- 627 18 Vi- July 12,1982- 

_ 29 Vn, August 10,1992 _ 29Vn, August 12,1990 _ 29Vn, August 12,1990 

396 lSVi- July 11.1983- 42S 18’.i- July 12.1982- 457 18 Vi- July 12,1982- 

29 Vn, August 12,1990 29'/n, August 12,1990 27% February 13,1989 

835 0 43 


Discontinued Operations _ 

During 1982, two major steps were taken to improve the 
Company’s strength and profitability—discontinuance of 
U.S. Woolco operations and the sale of the Company’s 52.6% 
interest in its British subsidiary. These businesses have been 
accounted for as discontinued operations since September 
24,1982 and October 31,1982, respectively. 

In the third quarter of 1982 the Company recorded a charge 
against earnings of $325 million (net of related tax benefits oi 
$275 million) for costs related to the disposition of the U.S. 
Woolco operations, and a $103 million loss on the sale of the 
British subsidiary (including a tax provision of $66 million and 
a $95 million charge for reversal of the British portion of the 
cumulative foreign exchange adjustment), or a total charge 
against earnings of $428 million. The estimated loss on dis¬ 
posal of the U.S. Woolco operations was reduced in the 
fourth quarter by $39 million to $286 million, primarily due 
to better-than-anticipated operating results in closing all the 
U.S. Woolco stores and a decrease in the estimate of the 
ongoing lease obligations. Due to a decline in the value 
of the pound sterling in relation to the U.S. dollar, and 
less-than-anticipated utilization of foreign tax credits, the 
loss on the sale of the British subsidiary was increased 
from $103 million to $112 million in the fourth quarter. The 
net effect of these changes in estimates is summarized 
in the following table. 
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(in millions) 

Third Quarter 
Provision 

Fourth 

Quarter 

Full 

Year 

U.S. Woolco 

Estimated (loss) on disposal 

$ (600) 

$ 111 

$ (489) 

Estimated tax benefit 

275 

(72) 

203 


(325) 

39 

(286) 

British subsidiary 

Estimated (loss) on disposal 

(37) 

(1) 

(38) 

Estimated tax provision 

66 

8 

74 


(103) 

(9) 

(112) 


$ (428) 

$ 30 

$ (398) 


Included in the third quarter estimated pretax provision was 
$131 million for operational losses to be incurred by the U.S. 
Woolco operations during the disposal period. Actual pretax 
losses from operations through January 31,1983 amounted to 
$104 million. 

The following are the revenues and results of operations of 
the discontinued U.S. Woolco operations. Results for 1981 
and 1980 include a full year of operations, and for 1982 
include results up to the September 24th decision to close. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Financial Review 


Supplementary information on 

Inflation Accounting and Changing Prices (Unaudited) 


(in millions) _ 1982 1981 1980 

Revenues _ $1,466 $2,145 $2,027 

(Loss) before income tax benefit $ (91) $ (126) $ (72) 

Income tax (benefit) (36) (61) (36) 

Net (loss)_$ (55) $ (65) $ (36) 


The Company’s equity in the net income of its former British 
subsidiary, prior to the October disposition, amounted to $18 
million in 1982, $50 million in 1981, and $52 million in 1980. In¬ 
cluded in the equity in net income were reversals of deferred 
taxes on stock relief of $16 million in 1981 and $23 million 
in 1980. Dividends received from the British subsidiary were 
$15 million in 1982, $20 million in 1981, and $22 million in 1980. 
At January 31,1983, the remaining assets, at net realizable 
value, and ongoing liabilities of the discontinued U.S. Woolco 
operations have been reclassified on the Consolidated 
Balance Sheet into the current and long-term portions of 
“Reserve for Discontinued Operations.” This reserve con¬ 
sists of ongoing obligations primarily for property-related, 
personnel-related, and other costs, less assets not disposed 
of by January 31,1983. A summary of this account is shown 


below. 

Reserve for discontinued operations (in millions) 

at January 31, 
1983 

Receivables and other current assets 

Owned properties 

Current liabilities 

Property-related costs 

Personnel-related and other costs 

$ 12 
26 
(56) 
(170) 
(126) 

Total reserve for discontinued operations 

Less current portion 

(314) 

162 

$(152) 

Shown below is a summary of the net assets and liabilities of 
the discontinued operations at January 31,1982 and 1981 
which are separately identified under the caption “Assets of 
discontinued operations, net.” This consists of the assets and 
liabilities other than debt directly attributable to the discon¬ 
tinued U.S. Woolco operations, and the investment in the 
Company’s former British subsidiary. 

at January 31, 

Assets of discontinued operations, net (in millions) 

1982 1981 

Merchandise inventories and other 


current assets 

Owned and leased properties under 
capital leases, net 

Current liabilities 

Long-term obligations under capital 
leases and other liabilities 

$517 $519 

295 307 

(232) (213) 

(212) (213) 

U.S. Woolco operations 

Investment m former British subsidiary 

368 400 

242 269 

| $610 $669 
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Following is required supplemental unaudited information as 
prescribed by Statement of Financial Accounting Standard 
No. 33, “Financial Reporting and Changing Prices," as 
amended by Statement No. 70, “Financial Reporting and 
Changing Prices: Foreign Currency Translation.” Statement 
No. 33 requires that merchandise inventories, properties, 
and their related impacts on cost of sales and depreciation 
and amortization expense be adjusted under the constant dol¬ 
lar and current cost methods. All other components of net 
income are considered to be reflective of both constant dol¬ 
lars and current costs for the current year and accordingly 
are not adjusted. Statement No. 70 amends Statement No. 

33, however, to exempt companies such as F.W. Woolworth 
which measure a significant part of their operations in func¬ 
tional currencies other than the U.S. dollar from the require¬ 
ment to disclose historical costs measured in units of 
constant purchasing power. 

Under the current cost method, inventories have been 
valued at latest acquisition costs. Merchandise costs have 
been allocated to revenues based on the last-in, first-out 
method, which approximates current costs. Current costs of 
properties were determined based on the estimated cost to 
replace productive capacity of those assets. Current cost 
amounts and the increases or decreases therein for foreign 
operations were first measured in the functional currency 
and then translated into U.S. dollar equivalents in accordance 
with Statement of Financial Accounting Standard No. 52. 
Inventories and properties were translated at year end 
exchange rates; cost of sales and depreciation and amortiza¬ 
tion expense were translated at weighted average exchange 
rates. The effects of general inflation on current costs were 
measured after translation and based on the U.S. Consumer 
Price Index-All Urban Consumers (CPI-U), (translate- 
restate method). Under this method, amounts in functional 
currencies are first translated into their dollar equivalents 
and then restated into dollars of equal purchasing power as 
measured by the U.S. CPI-U. 

For comparability and to conform to the provisions of State¬ 
ment No. 70, prior years’ current cost information in the 
Five-Year Summary of Selected Financial Information has 
been restated into 1982 dollars using the U.S. CPI-U. 
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Net assets at year end under the current cost method reflect 
higher costs of inventories and properties. Current cost of 
inventories at January 31,1983 was $1,154 million. The cur¬ 
rent cost of owned property and leased properties under 
capital leases, net of depreciation and amortization, was 
$1,455 million. 


As shown in the Five-Year Summary of Selected Financial 
Information, the Company’s estimate of inflation in sales has 
been computed using inflation rates of general merchandise 
published by the Bureau of Labor Statistics (BLS) for domes¬ 
tic sales, coupled with local inflation indexes for foreign sales. 


Five-Year Summary of Selected Financial Information 


(In average 1982 dollars) 


Sales (in millions) 

CPI-U index 
BLS and foreign indexes 
Current cost information 
(in millions except per share amounts) 
Income (loss) from continuing operations 
Income (loss) per common share from 
continuing operations 
Purchasing power gain 
Excess of increase in general price level 
over increase in specific prices 
Translation adjustment 
Net assets (equity) at year end 
Net assets (equity) per common share 
Dividends per common share 
Market price per common share at fiscal 
year end 

Dow-Jones Industrial Average 
Price at fiscal year end 
Dividends 

Average CPI-U index (1967 = 100) 

Percent increase in CPI-U index 
Percent increase in BLS and foreign indexes 


$5,124 

5,124 


23-Vt 

1,064.30 

54.14 

290.0 

5.8% 

4.7% 


$5,367 

5,312 


$ (29) 

(1.02) 


173/i 

894.18 

59.46 

274.2 

10 . 1 % 

8.2% 


(99) 
2,496 
81.34 
$ 2.10 

27 Vs 

1,054.50 

63.29 

249.1 

13.3% 

7.8% 


1,089.21 

67.26 

219.8 

11 . 6 % 

6.7% 


1,191.26 

71.46 

196.9 


1982 Consolidated Statement of Income Adjusted for inflation 

In historical Current 


(in millions except per share amounts) 

dollars 

cost 

Sales and other income 

$5,157 

$5,157 

Costs and expenses 

Costs of sales 

3,467 

3,524 

Selling, general, and administrative expenses 

1,360 

1,360 

Depreciation and amortization 

97 

149 

Interest expense 

98 

98 


5,022 

5,131 

Income from continuing operations before income taxes 

135 

26 

Income taxes 

53 

53 

Net income (loss) from continuing operations 

$ 82 

$ (27) 

Net income (loss) from continuing operations 

per common share 

$ 2.63 

$ (.95) 

Increase in general price level of inventory and property 


$ 95 

Less effect of increase in specific prices 


73 

Excess of increase in general price level over increase in 

specific prices 


$ 22 
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The negative impact of inflation on income from continuing 
operations is partially offset by the gain from decline in 
purchasing power of net amounts owed. Most of the Compa¬ 
ny’s assets are non-monetary (inventories and properties), 
while most liabilities are monetary (payables and borrow¬ 
ings). The net monetary liabilities can be repaid with dollars 
of less purchasing power thereby resulting in a “gain.” 

The current cost method of inflation accounting requires the 
use of assumptions, approximations and estimates. Addi¬ 
tionally, Statement No. 33 requires that only certain items— 
inventories, property, and the related cost of sales and 
depreciation—be adjusted to current cost. All other assets, 
liabilities, and expenses have not been adjusted. Manage¬ 
ment would therefore caution the reader as to the usefulness 
of this information. The results should be taken only as an 
indicator, not a precise estimate, of the effects of inflation 
on the Company. 
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Quarterly Results (Unaudited) 


Shareholder information 


(in millions except per share amounts) 
Sales 
1982 

1981 

Operating income 

1982 

1981 

Net income (loss) from continuing 
operations 

1982 
1981 


Quarter 


First Second Third Fourth 


$1,081 $1,221 $1,248 $1,574 

1,071 1,194 1,257 1,553 


9 49 57 142 

33 51 64 124 


(5) 3 14 70 

6 19 18 54 


F. W. Woolworth Co. common stock is listed on the 
New York Stock Exchange and traded on the New York, 
Boston, Cincinnati, Midwest, Philadelphia and Pacific Stock 
Exchanges. The Company’s preferred stock is listed and 
traded on the New York Stock Exchange. The Company’s 
New York Stock Exchange ticker symbol is “Z.” 

Cash dividends have been paid to common shareholders 
every quarter since 1912. Dividends paid on common and 
preferred shares in 1982 amounted to $55 million and $2 mil¬ 
lion, respectively. At January 31,1983, 71,014 common 
shareholders owned 30,625,009 shares and 4,366 preferred 
shareholders owned 719,358 shares. 


Net income (loss) 
1982 
1981 


(16) (9) (428) 100 

(2) 20 6 58 


Net income (loss) per share from 
continuing operations 
1982 
1981 


.09 .45 2.27 

.63 .56 1.77 


(.56) (.31) (14.14) 3.30 


The Company’s business is seasonal in nature. Traditionally, 
a higher proportion of sales and net income is generated in 
the fourth quarter. 


Market Prices 


Quarter 


1982 



1981 


High 

Lo„ 

Close High 

Common Stock 

Low 

Close 

First 

19% 

16 

191/2 

271/a 

23% 

24% 

Second 

211/4 

17% 

18% 

27% 

21% 

22Vi 

Third 

27% 

16% 

24% 

23% 

17-i/s 

18% 

Fourth 

29% 

22% 

24 

19i/j 

17 

171/4 


Quarter 


Preferred Stock 



First 27% 

22% 

271/2 

38 

33'/. 

36% 

Second 29% 

24% 

26 

37'/2 

30% 

30% 

Third 38 

23% 

34 

32% 

241/2 

24% 

Fourth 40 

32 

33i/i 

26% 

23% 

24V. 

Dividend Yields 

1982 

1981 

1980 

1979 

1978 

Dividends declared 






Common 

$1.80 

$1.80 

$1.80 

$1.60 

$1.40 

Preferred 

Dividend yield at 

$2.20 

$2.20 

$2.20 

$2.20 

$2.20 

year end 

Common 

7.5% 

10.4% 

7.4% 

6.7% 

6.9% 

Preferred 

6.6% 

9.1% 

6.5% 

6.5% 

7.5% 
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F. W. Woolworth Co. 

Five-Year Summary of Selected Financial Data 


(in millions except per share amounts) 

1982 

1981 

1980 

1979 

1978 

1 Summary of Operations 

Sales 

$5,124 

$5,075 

$5,102 

$4,824 

$4,342 

Other income 

33 

55 

28 

25 

17 

Costs of sales 

3,467 

3,420 

3,432 

3,217 

2,775 

Selling, general, and administrative expenses 

1,360 

1,331 

1,307 

1,224 

1,198 

Depreciation and amortization 

97 

92 

90 

83 

79 

Interest expense 

98 

103 

89 

76 

61 

Income taxes 

53 

87 

72 

123 

129 

Net income from continuing operations 

82 

97 

140 

126 

117 

Dividend requirement of preferred stock 

(2) 

(2) 

(2) 

(3) 

(4) 

| Net income from continuing operations applicable 

I to common stock 

$ 80 

$ 95 

$ 138 

$ 123 

$ 113 

I Per common share (from continuing operations) 

Primary 

$ 2.63 

$ 3.14 

$ 4.60 

$ 4.18 

$ 3.88 

Fully diluted 

2.60 

3.08 

4.46 

4.04 

3.69 

Dividends declared 

1.80 

1.80 

1.80 

1.60 

1.40 

Average common shares outstanding 

30.4 

30.2 

29.9 

29.4 

29.2 

1 Financial Condition 

Inventories 

$1,026 

$ 999 

$1,005 

$1,009 

$ 908 

Owned and leased properties under 
capital leases, net 

927 

922 

914 

897 

840 

Total assets 

2,489 

2,698 

2,768 

2,599 

2,373 

Short-term debt 

_ 

87 

192 

38 

1 

Current portion of long-term debt and obligations 
under capital leases 

32 

38 

37 

26 

21 

I Long-term debt and obligations under capital leases 516 

551 

529 

548 

566 

Total shareholders’ equity 

999 

1,372 

1,443 

1,382 

1,217 

Common shareholders’ equity 

967 

1,330 

1,395 

1,325 

1,139 

Per common share 

31.55 

43.84 

46.49 

44.67 

39.09 
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F. W. Woolworth Co. 
Directors and Officers 


Board of Directors_Corporate Officers 


JohnW. Lynn 1 

Chairman of the Board and 

Chief Executive Officer 

Harold E. Sells 

President and Chief 

Operating Officer 

JohnW. Adams 1,2 

President and Chief Executive 

Officer 

Emco Limited 

(diversified manufacturer of 

plumbing and petroleum equipment) 

Lester A. Burchaml.2,3,4 

Retired Chairman of the Board 

Jarobin Gilbert, Jr. 1,3 

Vice President 

NBC Television Network 

National Broadcasting Company, Inc. 

JohnL. Gushmanl.2,3,4 

Former Chairman of the Board 

Anchor Hocking Corporation 

(packaging, tableware and 

industrial components) 

F.M. Kirby 1,2,3,4 
Chairman of the Board 
Alleghany Corporation 
(financial services and fabricated 
steel products) 

Seymour H. Knox III 1,3,4 
Vice President 

Kidder, Peabody & Co., Incorporated 
(member of the New YorkSlock 
Exchange, Inc.) 

Margaret P. MacKimm 1,3,4 
Vice President, Public Affairs 
Dart & Kraft, Inc. 

(multinational food, consumer and 
commercial products company) 
Andrew F. Peck 1,2 
Chairman 

Andrew Peck Associates, Inc. 
(investment services) 


Chairman of the Board and Secretary and 
Chief Executive Officer Assistant Treasurer 

John W. Lynn Robert C. Heller 


President and 
Chief Operating Officer 

Harold E. Sells 
Executive Vice Presidents 

Arnold S. Anderson 
Administration and General 
Counsel 

Allan L. Pennington 
Marketing 

Senior Vice Presidents 

William K. Lavin 

Finance 

John P. Long 

Corporate Personnel 

Vice Presidents 

Ted M. Annenberg 

Deputy General Counsel 

Richard L. Branum 

Management Information Systems 

Joseph F. Carroll 

PublicAffairs 

Andrew M. Clarkson 

Treasurer 

Roy L. Garofalo 

Investor Relations 

C. Jackson Gray 

Corporate Development 

Aubrey C. Lewis 

Organizational Planning 


General Auditor 

Glen R. Goff 

Assistant Vice Presidents 

Jacqueline D. Delafuente 
Law Department 
James J. O’Neil 
Taxation 

Assistant Controller 

Michael T. Steven 
Assistant Secretaries 
Jacqueline D. Delafuente 
Stanley Harmon 
Christopher J. Hoey 
S. William Manteria 
James J. O’Neil 
James J. Pirretti 
William B. Thomson 
Frances E. Trachter 
Assistant Treasurer 
John H. Cannon 


Henry C. Miner III 
Taxation 


Thomas E. Page 
Controller 


James E. Preston 
Executive Vice President 
Avon Products, Inc. 

(manufacture and sale of cosmetics, 
jewelry and health-care products, and 
direct-mail marketing) 

Eugene J. Sullivan 1 
Chairman of the Board 
and Chief Executive Officer 
Borden, Inc. 

(manufacturer, processor and 
distributor of food, dairy and 
chemical products) 


Robert C. Kirkwood 
Honorary Director 


1 Member of Executive Committee 

2 Member of Audit Committee 

3 Member of Compensation Committee 

4 Member of Nominating 

and Organization Committee 
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Consolidated Operations 


U.S. Woolworth Division 

John E. Parker 
President and Chief 
Executive Officer 

F.W. Woolworth Co. Limited 
Canada 

William R. Gray 

Vice Chairman and Managing 

Director 

Frederick R. Greenwood 
President and Chief Operating 
Officer 

F.W. Woolworth G.m.b.H. 
Germany 

Bruno Weiss 
Managing Director 

Kinney Shoe Corporation 

Cameron I. Anderson 
President 


The Richman Brothers 
Company 

Harry P. Guinther 
President and Chief 
Executive Officer 


Unconsolidated Operation 
Woolworth Mexicana 
S.A. deC.V. 

Antonio Paras 
Managing Director 
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F. W. Wooiworth Co. 

Woolworth Building 
233 Broadway 
New York, New York 
10279 

Telephone: 

(212) 553-2000 


Transfer Agent 
and Registrar 

Morgan Guaranty Trust Company 

of New York 

30 West Broadway 

New York, New York 

10015 

Telephone: 

(212) 587-6469 


Printed in USA 
1982. F. W. Woolworth Cc 


Shareholders’ Meeting 

The next annual meeting of the share¬ 
holders will be held at The Fairmont 
Hotel, University Place, New Orleans, 
Louisiana at 10 AM on Thursday, 

June 16,1983. 

A formal notice of the meeting, 
together with a proxy statement and 
form of proxy, will be mailed to each 
shareholder on or about May 13,1983 at 
which time proxies will be requested by 
management. 


Form 10-K 

A copy of the Company’s 1982 annual 
report on Form 10-K to the Securities 
and Exchange Commission is available 
without charge by request to the 
Corporate Secretary’s Office 
F. W. Woolworth Co. 

233 Broadway 

New York, New York 10279 


Tlie Whelan Design Office Iii'\ New York 


Dividend 

Reinvestment Plan 

The Company has a dividend reinvest¬ 
ment plan under which quarterly cash 
dividends on Woolworth common stock 
and certain voluntary cash payments 
may be invested in additional shares of 
the Company’s common stock. Broker¬ 
age commissions and administrative 
costs associated with the program are 
paid by the Company. 

A brochure describing the plan and an 

application form can be secured from: 

Morgan Guaranty 

Trust Company of New York 

P.O. Box 3506 

Church Street Station 

New York, New York 10008 

of 

the Corporate Secretary’s Office 
F. W. Woolworth Co. 

233 Broadway 

New York, New York 10279 


Printing 

Heritage lYess, Dallas 
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